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% Change 
1981 1982 1983 TdGs= 1883 Units 
National Accounts (a) 


GDP Current (monetary) 764.9 779.8 730.7 $ Million 
GDP Constant (1971 $) 347.9 333.9 321.6 $ Million 
Population (est. ) 1.99 2.06 2,13 Million 
GDP per capita 384 379 348 Dolle:s 
GDP deflator index 219.9 233.5 aatsa 


Government Finance (a) 

Budget revenue 223.0 237.3 231.5 Million 
Recurrent expenditure 241.0 zor. 5S 214.9 Million 
Development budget a7 44 54.7 $3 4k Million 
Debt service 25.1 a3.57 36.4 Million 


Monetary Sector (b) (c) 
Foreign assets, net -180.1 -224.3 -246.6 Million 


Domestic credit 323.0 386.9 449.4 Million 
Claims on government 192.1 263.2 325.7 Million 
Claims on private sector 130.9 133.7 123.7 Million 
Ml (d) (e) aay 63.2 78.3 Million 
Quasi-money (d) (e) Shek 64.9 67.7 Million 


Foreign Trade (a) 
Exports, f£.0.b. $29.2 477.4 427.6 $ Million 


Iron ore 325.4 333.3 267.3 $ Million 
20.7 16.4 15.7 Million MT 
Rubber 86.7 53.4 73.1 $ Million 
169.2 132.2 160.8 Million lb 
Diamonds 23.4 26.3 17.2 $ Million 
336.0 433.0 330.0 1,000 ct 
Logs 32.5 29.2 22.2 $ Million 
199.8 190.1 156.7 Million m3 
Coffee 19.4 22.8 18.2 $ Million 


18.3 22.0 16.3 Million lbs. 


Imports, c.i.f. 477.4 428.4 411.6 $ Million 
Trade balance 51.8 49.0 16.0 $ Million 
Exports to U.S. 123.5 83.5 76.4 $ Million 


U.S. share of exports ans3 17.5 17.9 ercent 
Imports from U.S. 142.1 119.2 102.5 Million 
U.S. share of imports 29.8 27.8 24.9 ercent 
Current account balance - 77.3 - 48.6 - 77.1 Million 


Footnotes: 


(a) Source: Ministry of Planning and Economic Affairs, Economic Survey of 
Liberia, 1983. 

(b) Source: IMF, International Financial Statistics. 

(c) End of year. 

(a) Source: National Bank of Liberia, Statistical Bulletin. 

(e) Ml defined as Liberian coins in circulation and private sector demand 

deposits; quasi-money defined as private sector savings and time deposits. 





SUMMARY 


Liberia has an open economy largely dependent upon overseas markets 
for its exports. Slack demand and falling prices for Liberia's 
major exports, a heavy debt service burden, persistent government 
deficits and a high population growth rate have resulted in ‘the 
1980's in large balance of payments deficits, liquidity shortages, 
and declining per capita income. Recovery has been hampered by 
investor and business uncertainty which arose in the wake of the 
1980 coup and which is now manifested in a "wait and see" attitude 
among the business commmunity pending the transition to civilian 
rule scheduled to occur in January 1986 and additional, constructive 
government actions to halt economic decline. Until then, 
unemployment in the non-agricultural sector is expected to remain 
high, business activity stagnant, and government finances precarious. 


Liberia's balance of payments has run a deficit despite a 
traditional surplus on the balance of trade due to rising and heavy 
debt servicing requirements, negative service balances, and 
remittances. Debt reschedulings and increased levels of foreign 
budgetary assistance eased the pressure on the balance of payments 
in recent years, but Liberia can expect continuing deficits until 
external markets recover and outstanding debt is reduced. 


Because Liberia uses the U.S. dollar, budget deficits are a major 
factor in causing foreign exchange shortages. Extraordinary budget 
expenditures at the end of the 1970's resulted in rising demand on 
offshore funds to service debt. The substantial increase in 
Government employees' wages after the coup further compounded the 
Government's- financial crisis and created an additional strain on 
its offshore dollar accounts as foreign earnings have been 
repatriated to cover domestic expenses. The continuing inability of 
the Government of Liberia (GOL) to stem the decline in revenue 
collections and to reduce expenditures to the level of available 
resources has resulted in mounting external and internal debt 
arrears, suspension of disbursements by important lenders, and 
constriction of credit facilities. 


Donors' and lenders' capacity to increase assistance has reached its 
upper limit. After a series of Stand-By programs, the net flow of 
resources from the International Monetary Fund became negative by 
late 1984. The plans of the World Bank and African Development Bank 
to assist in Liberia's development have been hobbled by mounting GOL 
debt arrears to those institutions. 


After Liberia has weathered this period of economic and financial 
weakness, its future can be bright. Liberia should foster efficient 
local industries in addition to the iron ore and rubber sectors in 
order to establish a solid, indigenous base for economic recovery 
and development. With its rich natural resources and core of highly 
trained people, Liberia has considerable potential for development, 
particularly in the agricultural sector. 





GOVERNMENT FINANCE 


The 1980's have been marked by severe budgetary difficulties. The 
GOL's revenue collections have fallen in this era of economic 
recession. Government expenditure has nonetheless remained heavy. 
After the April 1980 coup, public sector salaries were raised 
substantially and civil service and military employment increased; 
by fiscal year 1984/85, the GOL's wage bill absorbed approximately 
two-thirds of its regular income. Other areas of the budget have 
suffered as a result, notably the development budget, as the GOL's 
contribution has declined, and servicing of official debt, as 
offshore revenues have been repatriated to meet priority domestic 
expenditures. 


As budget deficits have persisted, official domestic and foreign 
debt has risen; as of December 1984, outstanding foreign 
governmental debt amounted to approximately $860 million while the 
foreign debt of the public corporations was estimated at a further 
$100 million. Liberia faces a bulging debt servicing burden through 
the 1980's. In the past five years, Liberia has engaged in four 
Paris Club and two London Club debt reschedulings in order to ease 
the pressure on its resources. Despite the reschedulings, debt 
payment arrears mounted during 1985, causing the suspension of 
disbursements by several major lenders. Arrearages on domestic 
payments due have also accumulated at an increasing rate. 


To assist the country in solving its financial problems, the 
International Monetary Fund (IMF) provided almost $200 million in 
short-term loans in a series of Stand-By arrangements between 1980 
and 1984. The IMF's conditions for loan disbursement focused on 
tightening fiscal controls, clearing debt arrears, and building up 
offshore balances; any future IMF program will likely concentrate on 
the same areas as well as on monetary management. The World Bank 
has under consideration a structural adjustment program under which 
long-term loans would be provided to the GOL; the program, should it 
be implemented, will concentrate on reform of the public corporation 
sector and enhanced fiscal discipline. The U.S. Government 
continues to provide grant budgetary assistance to the GOL. 


DEVELOPMENT BUDGET AND PROGRAM 


Development assistance from bilateral and multilateral sources 
reached a peak of $170.6 million in 1979 and has subsequently 
declined in real terms. While drought and famine are not immediate 
threats in Liberia, donors are nonetheless interested in supporting 
development activities in the country. A major impediment in recent 
years has been the Government's inability to support donor efforts; 
there is no prospect of improvement in this situation in the near 
term due to the GOL's own financial constraints. 


As a result of inadequate Government counterpart funding for 
development projects and debt arrears, several donors have had to 
suspend their disbursements in Liberia and many projects have 
accordingly come to a halt for greater or lesser periods. During 
1985, programs of the World Bank, the African Development Bank, and 
the European Community -- each a major donor in Liberia -- were 
suspended for lengthy periods. 





MONEY AND BANKING 


The U.S. dollar is legal tender in Liberia and U.S. notes and coins 
circulate legally at par with the Liberian dollar. There is no 
established ratio of U.S. to Liberian currency in circulation. U.S. 
notes are purchased and imported as needed and as resources permit, 
generally by the National Bank of Liberia (NBL); there are no 
significant barriers to the import and export of U.S. notes. The 
amount of Liberian currency in circulation has increased in recent 
years; $20 million was released in the form of $5 coins between 1982 
and 1984, bringing the total value of Liberian coins in circulation 
to over $30 million. In 1985, an additional $20 million worth of §5 
coins was minted and the NBL began to release them against the 
excess reserves of the commercial banks. Despite the increase in 
Liberian coinage, the economy is periodically wracked by liquidity 
shortages. As offshore liquidity becomes tighter, it becomes more 


difficult to import U.S. notes to complement the Liberian coins in 
circulation. 


Funds may be transferred out of Liberia through bank draft, but such 
transfers may be limited by the amount of offshore balances 
available at a given time. The NBL does not force such transfers 
through its own accounts, but allows the international commercial 
banks with offices in Monrovia to participate in fulfilling this 
function. The NBL is considering the mechanisms by which the 
commercial banks would surrender a portion of their offshore 
deposits; institution of such a system would further constrain the 
offshore credit available to the private sector. 


The commercial banks operating in Liberia, the NBL, and the Ministry 
of Finance signed a memorandum of understanding in May 1984 and 
renewed it in slightly altered form in May 1985 for a further six- 
month period. The purpose of the memorandum was to promote fiscal 
restraint, contain the growth of excess reserves, and place 
financial relations among the parties involved on a sounder 

footing. The GOL agreed to refrain from overdrawing its commercial 
bank accounts into which tax revenues are deposited and the banks to 
provide payroll cash contingent upon the availability of GOL 
balances in its commercial bank accounts. Under the renewed 
arrangement, the GOL and NBL were committed to consulting with the 
commercial banks on subjects of mutual interest such as the release 


of additional Liberian coins and proposed changes to banking 
regulations. 


FOREIGN TRADE AND BALANCE OF PAYMENTS 


Liberia has long pursued an "Open Door" policy toward foreign trade 
and investment, a policy reaffirmed by the military government which 
took power in 1980. With substantial foreign investment in the iron 
ore and rubber sectors, exports have consistently been the leading 
sector of the economy, constituting approximately two-thirds of 
monetary GDP. With the world economic recession which led to 
reduced demand for and a slump in the prices of major export 
commodities, Liberia's export income has declined in recent years. 





Preliminary figures indicate that the downward trend in export 
earnings evident throughout the 1980's continued through 1984. As 
exports have dropped, imports have usually fallen accordingly, 
permitting Liberia to maintain a positive trade balance. Major 
imports include petroleum products, foodstuffs, machinery, parts, 
and transportation equipment. 


The bulk of Liberia's trade is with OECD countries; the United 
States has historically been one of Liberia's major trading 
partners. While European countries absorb most of Liberia's 
exports, with Germany consistently accounting for approximately a 
quarter of the total (principally iron ore), the United States 
supplies a quarter of Liberia's imports. Approximately three 
percent of Liberia's trade is conducted with the fifteen other 
members of the Economic Community of West African States (ECOWAS). 


Despite the positive trade balance year after year, Liberia has 
experienced severe overall balance of payments deficits due to major 
outflows for service payments, investment income, workers' 
remittances, and debt service. Rising levels of foreign grant 
assistance and IMF drawings have helped fill the gap in the past; 
accumulation of external payment arrears helped serve this function 
in 1985. 


SECTORAL DISCUSSIONS 


IRON ORE. This sector remains the largest single factor in the 
Liberian monetary economy. The dollar value of iron ore exports 
rose annually between 1977 and 1981, but dipped in 1982 with 
preliminary figures indicating further drops in 1983 and 1984. In 
1983, the Federal Republic of Germany provided the largest market 
for Liberian ore (39 percent), with Italy second (20 percent), 
followed by the U.S. and Belgium (10 and 9 percent). In 1985, the 
GOL-controlled National Iron Ore Company closed. 


The outlook for the iron ore industry depends on world prices and 
the development of the Mifergui mine in neighboring Guinea. The 
country's largest producer, the Liberian-American-Swedish Minerals 
Company (LAMCO), is holding discussions with the Mifergui consortium 
on joint development of the Guinean deposits and use of existing 
LAMCO facilities to process the ore and transport it to the Liberian 
port of Buchanan. Such a cooperative undertaking would considerably 
prolong the life of the iron ore industry in Liberia which faces 
eventual depletion of economically exploitable deposits. 


RUBBER. World prices for rubber reached a succession of historic 
“lows" during 1985 and those principal rubber producers with major 
expansion plans at the beginning of the year abandoned them. The 
GOL is pressing some of the major producers to accept changes in 
their "concession agreements", i.e., the terms under which they 
invested in Liberia. Producing some 2 percent of the world's 


natural rubber supply, Liberia cannot influence world prices or 
world demand. 





LOGS/SAWN TIMBER. Activity in the timber industry remains 
depressed. Liberia's principal market has traditionally been 
Western Europe and the strong dollar rendered its exports 
uncompetitive there. Efforts to develop new markets in the U.S. and 
the Far East have not produced dramatic results to date and some 
local firms are in serious financial straits. Rationalization is 
occurring. Nonetheless, Liberia has the potential to expand its 
tropical timber output significantly, given appropriate management, 
capital, and conservation practices. A positive development has 
been the recent acquisition and revitalization of a GOL-owned timber 
operation by an Israeli investor. 


PETROLEUM. Amoco has a commitment to drill four exploratory wells 
off the shores of Liberia. As of late 1985, two were completed and 
found dry. The other two holes will probably be completed in 1986. 
Liberia continues to import the refined petroleum products it 
requires. 


MANUFACTURING. The Liberia Industrial Free Zone and the Industrial 
Park were created specifically for large scale manufacturing. They 
are currently trying to attract more firms, but progress has been 
slow. The majority of manufacturing establishments in Liberia are 
small scale. Firms with one to four employees comprise 64 percent 
of all manufacturing entities, while firms with 20 or more employees 


make up as little as 5 percent of all manufacturing firms. A 1981 
survey determined that there was a total of 615 manufacturing 
establishments in Liberia, including approximately 70 percent in the 
tailoring area. 


COFFEE AND COCOA. The Liberia Produce Marketing Corporation (LPMC), 
a parastatal, has a monopsony on the purchase of coffee and cocoa 
for export. In the twelve months ending September 1985, LPMC 
exported 9,390 metric tons of coffee (versus 5,720 metric tons the 
preceding year); this year's exports will depend upon the quota 
awarded to Liberia by the International Coffee Organization, of 
which Liberia is a member. In the years ending September 1984 and 
September 1985, Liberia exported 5,960 and 6,280 metric tons of 
cocoa respectively; it has a large buffer stock of cocoa which will 
permit cocoa exports to remain high in the next year. 


INFRASTRUCTURE 


INTERNATIONAL AIR TRAFFIC. Roberts International Airport (RIA), 
located approximately 35 miles from downtown Monrovia, is Liberia's 
principal international air traffic terminal and is served by 
several international carriers. There are nine flights into RIA 
from European cities and New York per week with additional flights 
linking Liberia with other destinations in Africa and with Beirut 
and Moscow. Air Liberia, primarily a domestic airline, flies out of 
Spriggs Payne Airport nearer the city center. 





PORTS. The Port of Monrovia is the country's principal funnel for 
imports and exports. The Port's physical infrastructure is in poor 
condition and major investment is needed immediately. Sources of 
funding have been identified, but the GOL has not yet formally 
requested the assistance available. In addition, there are problems 
of management and security in the Port which will be difficult to 
overcome. There are several other, smaller ports on the Liberian 
coast, the most important of which is the Port of Buchanan managed 
by LAMCO. 


ROADS. Liberia has over 6,000 miles of roads, including 4,790 miles 
of public roads. The remainder have been privately constructed and 
maintained. Only 7 percent of Liberia's roads are paved. Urban 
roads are usually paved, but in poor repair; rural roads are usually 
not paved and some are occasionally impassable during the rainy 
season. The Ministry of Public Works' present policy is to place 
increased emphasis on road maintenance due to the current scarcity 
of funds for construction. The World Bank, the African Development 
Bank, and the U.S. Agency for International Development are 
currently working with the GOL on road maintenance projects. 


UTILITIES. The Liberia Electricity Corporation (LEC) has an 
installed capacity of 170 MW in its Monrovia grid, of which 64 MW 
are hydroelectric (and thus available primarily in the rainy season 
only) and the remainder thermal. In addition, LEC operates several 
thermal plants with approximately 13 MW total capacity in rural 
areas. Non-LEC producers, mostly the mining concessions, account 
for another approximately 180 MW capacity and generate electricity 
mainly for their own consumption. LEC has experienced severe 
generation and distribution failures during the past three dry 
seasons; however, LEC management is hopeful that the reliability of 
elecric power will be improved. Many companies and a growing number 
of private residences are now equipped with their own generators. 


The Liberia Water and Sewer Corporation (LWSC), serving the Monrovia 
area, strives to provide a reliable supply of clean, safe water. 
Deterioration of equipment and the distribution network and scarcity 
of funds constrain LWSC's ability to achieve this. 


Communications facilities include domestic telephone and 
international telephone and telex lines. Many local firms use 
messengers and/or rely on intra-company radio networks for improved 
communications within Liberia. 


LABOR. The labor force is estimated at 880,000, but only 
approximately 30 percent participate in the monetary economy. 
Expatriates are estimated to account for 6 percent of total 
employment in the monetary economy. The public sector labor force 
has swelled in recent years to 54,000, in large part in response to 
high levels of unemployment. Agriculture remains the single largest 
employer, but the sector experiences a marked labor shortage each 
year at the peak of the agricultural work season. Important 
American multinational employers include Firestone, the largest 
single private sector employer in the country with 10,000 workers, 
and Uniroyal with 3,600. 
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IMPLICATIONS FOR THE UNITED STATES 


IMPLICATIONS FOR AMERICAN BUSINESS. One of the significant aspects 
of the aftermath of the 1980 coup is that the country's "Open Door" 
investment policy and its use of the U.S. dollar remained intact. 
Most of the American and other foreign firms which were here in the 
1970's remain here today and some new foreign investors have joined 
their ranks. Profitable investment opportunities are still 
available in Liberia and the careful investor can do well here. 
Over the longer run, opportunities are particularly bright in 
agribusiness (especially timber, tree crops and tropical fruits), 
coffee, cocoa, fishing, and in the exploitation of Liberia's 
reserves of gold, barite, diamonds, and other minerals. 


The health of the Liberian ship registry will continue to be an 
important priority for the GOL. The registry, the largest in the 
world, is a major source of revenue for the government and a source 
of pride for the country. American companies are the largest single 
ship-owning nationality under the Liberian flag, controlling about 
one-third of the total fleet. Reliance on a private firm to manage 
the registry has been successful and is likely to be maintained. 


The legal system is sometimes slow to dispose of cases brought 
before it and prospective investors generally engage local counsel 
as one of their first considerations. There is an increasing lack 
of confidence in the judicial system among investors and other 


business persons. The judicial process is often time-consuming and 
expensive and judgements are not always based on legal merit. 
Members of the business community continue to experience instances 
of harassment by individual government officials as the economic 
situation continues to decline. 


The short-term outlook for imports into Liberia is for little, if 
any, growth over all. The country's liquidity problems, shortage of 
offshore funds, and the depressed local economy all point toward 
reduced levels of imports over the next year or two. As long as the 
U.S. dollar remains strong, the products of other countries will 
enjoy a relative price advantage. American exporters will have to 
run faster just to keep up, watching costs, accepting small orders, 
marketing aggressively, and providing solid support to their local 
agents. The Liberian preference for American styles and products 
remains marked and U.S. exporters may be able to turn that to their 
advantage. 


One of the most important considerations among importers in Liberia 
now is credit. With liquidity tight, the government strapped for 
funds, and offshore revenues lagging behind offshore obligations, a 
foreign supplier's willingness to offer attractive financing terms 
can be a major consideration in making an export sale; particular 
care must be exercised in granting credit, however. Background 
information on individual Liberian firms can be obtained through the 
nearest U.S. Department of Commerce District Office. 





As Liberia moves closer to the transition from a military to a 
civilian government presently scheduled to occur in January 1986, it 
is likely that the business community will continue to take a 
cautious approach to commercial and financial risk-taking. Long 
delays are now being experienced in transferring payments abroad and 
the pipeline will lengthen in the months to come. The government's 
own shortage of resources is reflected in delays -- in some cases 
measured in months or even years -- in paying suppliers. Unless 
external financing is assured (for instance, when funding is 
provided by an external donor agency for a development project), 
delays in payments by government must be assumed. 


BEST PROSPECTS. Because of the poor economic situation in Liberia, 
there are relatively few good prospects for increased sales to 
Liberia over the next year. This section will review those U.S. 
products which have a respectable sales potential given the economic 


constraints, as well as general areas which have growth potential 
over the next several years. 


Liberia is dependent on imported food items such as rice, canned 
fish, tomato products, baby goods, and a number of fresh 

vegetables. Price is the crucial factor in the marketing of these 
goods. As local importers are reluctant to stock large quantities 
of even these fast moving items, exporters must be willing to accept 
small orders and ensure they are delivered promptly. 


Although Liberia does not yet have petroleum resources of its own, 
it is richly endowed with wood. Some operations such as Firestone's 
rubber processing plant already have converted some of their energy 
production from petroleum to wood and others are considering a 
Similar shift. There are opportunities to sell industrial wood 
burning furnaces to a number of public and private firms. 


Since the market for earthmoving equipment, tractors, and large 
trucks is not expected to improve soon, American suppliers will have 
to search for every opportunity to retain and improve their market 
share. As businesses attempt to cut costs by keeping existing 
equipment running for longer periods, the spare parts market for the 
American equipment already in the country should remain strong. 


Over the next several years, development of the agricultural sector 
in the areas of tree crops (palm oil, coconuts, nuts, coffee, cocoa) 
and tropical fruits (papaya, pineapple, mangoes, grapefruit) hold 
promise for the investor. Little is done on a medium or large scale 
with these commodities. Basic infrastructural barriers should be 


considered, but the careful investor can potentially do well in this 
area. 


In order to give greater exposure to U.S. products overseas, the 
Department of Commerce has developed the Video Catalog Exhibition 
(VCE). Each VCE consists of several short video segments, with each 
segment explaining and demonstrating a particular product to a 
selected audience. Product sectors featured in Liberia in the past 
include renewable energy, food processing, and agricultural 
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equipment. Product catalogs are also on display to give the 
interested viewer additional information and a contact address. The 
VCE is attracting increasing attention within the business community 
in Liberia and this Fmbassy will continue to use the VCE as a major 
promotional vehicle for U.S. products. 


American firms interested in the Liberian market, either for 
investment or export sales, should consult the local District Office 
of the U.S. Department of Commerce. There are 47 such offices 
located throughout the U.S., each of which is able to provide trade 
leads, information on foreign firms, advice on financing and 
documentation, and a wide range of other important and useful 
services. American firms should contact the Office of Africa, 

Room 3317, Department of Commerce, Washington, D.C. 20230, telephone: 


(202) 377-4388 for additional information about doing business in 
and with Liberia. 











